s 

331. 

Tir 

1964 


252 


THE      TEACHERS      RETIREMENT      SYSTEM 

of    the 
STATE      OF      MONTANA 


For   the   period   beginning   July    I,    1962,    and 
ending   June   30,    1964,    as   required   by   Section 
75-2703,   Revised  Codes   of   Montana,    1947. 


THE   TEACHERS'    RET  I  REAGENT   BOARD 


Sr/ITF  DOCUMENTS  COLLECTION 

MAR  C  4  1992 

MONTANA  STATE  LIBRARy 

1515  E.  6th  AVE. 
HELENA,  MONTANA  59620 


J.  L.  Gieason,  Chairman,  Clerk  of  School  Board,  Livingston,  Montana 

Harriet  E.  Miller,  Vice  Chairman,  State  Supt.  of  Public  Instruction 

George  H.  Hayes,  Administration  Office,  Missoula  Co.  H.  S.,  Missoula,  Montana 

Jess  W.  VVhitney,  Principal,  Great  Falls  Public  Schools 

W.  A.  AMtchell,  Jr.,  Businessman,  Miles  City,  Montana 


Dl  ri\nr 


^ 


Montana  Stale  Library 


3  0864  1005  9076  2 


THE  TEACHERS'  RETIREMENT  SYSTEM 

of  the 

STATE  OF  MONTANA 
Helena,  Montana 


Members  of  the  Board 

J.  L.  Gleason,  Chairman,  Livingston,  Montana 
Harriet  E.  AMIIer,  Vice  Chairman, 

State  Supt.  of  Public  Instruction 
George  H,  Hayes,  AMssoula,  Montana 
Jess  \'l.   Whitney,  Great  Falls,  Montana 
\7.  A.  Mitchell,  Jr.,  Miles  City,  Montana 


Floyd  E.  Young,  Actuary 

J  .  Hugh  A\cK  inny. 

Executive  Secretary 


TO  HIS  EXCELLENCY: 


Tim  Babcock 
Governor  of  Montana 


In  compliance  with  Section  75-2703,  R.  C  M. ,  1947,  herewith 

is  submitted  the  Biennial  Report  of  The  Teachers'  Retirement 

System  of  the  State  of  Montana,  for  the  period  July  I,  1962 
to  June  30,  1964. 

Respectfully  yours, 

THE  TEACHERS'  RETIREMENT  SYSTEM 


J.  L.  Gleason,  Chairman  of  the  Board 


Digitized  by  the  Internet  Archive 

in  2010  with  funding  from 

IVIontana  State  Library 


http://www.archive.org/details/teachersretireme1964teac 


EXPLANATION  OF  ABBREVIATIONS 

FUNDS 

ASF    Annuity  Savings  Fund        Teachers'  deposits 

PAF    Pension  Accumulation  Fund    Employers'  deposits  for 

pension  payments 

ARF    Annuity  Reserve  Fund         For  annuity  payments 

FRF    Pension  Reserve  Fund        Reserve  for  pension  payments 

Expense  Fund  For  payment  of  administration 

expense. 
Source   Employer  and  employee 


RET  I  REAGENT   BENEFIT 

Pension  paid  by  the  System  based  on  service  and  salary. 
Annuity  based  on  deposits  and  age  at  time  of  retirement 


ASSETS  &   LIABILITIES 
June  50,  1964 


ASSETS: 

Cash  with  the  State  Treasurer 

I nvestments: 

Real  Estate  Mortgages  -  F.H.A.  &   V.A. 

/Aon tana  Municipal  Bonds 

U.  S.  Government  Bonds  &   Debentures 

Railway  Equipment  Trust  Certificates 

Publ  ic  Ut  i I  ! ty  Bonds 

Premium  on  Bonds 

Registered  Warrants 

Total  Assets 


14,1  I  I  ,826.96 

I ,271,100.00 

7,601 ,796.00 

490,340.00 

6,220,078.57 

66,745.25 

380.02 


303,568.71 


29,762,266.80 
30,065,835.51 


LIABILITIES: 

Annuity  Savings  Fund 
Pension  Accumulation  Fund 
Annuity  Reserve  Fund 
Pension  Reserve  Fund 
Expense  Fund 
Total  L  i  ab  i I  i  t  ies 


18,876,495.08 

8,141 ,469.76 

2,759,010.94 

282,236.54 

6,623. 19 


$   30,065,835.51 


INCOME    and  DISBURSEMENTS 
I  962-64 


Balance  Forward  6/30/62 
INCOME: 


$  24,361,678.29 


Annuity  Savings  Fund 

Pension  Accumulation  Fund 

Membership  Fees 

Exployers'  Contribution  Expense  Fund 

I nterest 

Profit  on  Bond  Sales 

Pension  Reserve  Fund 


4,888,952.50 

3,558,645.06 

17,972.00 

223,153.94 

2,253,976.45 

41 ,622.84 

2,233.97 


10.986.556.76 
35,348,235.05 


DISBURSEMENTS: 


Annuity  Savings  Fund 

Pension  Accumulation  Fund 

Annuity  Reserve  Fund 

Interest  Purchased 

Pension  Reserve  Fund 

Depreciat  ion 

Expense 

Pension  Accumulation  Fund  Refunds 


Write-down  of  Premium 


1,500, 154.97 

3,062,71  I .51 

487,683.10 

62,212.38 

3,461.53 

28,997.62 

101,941 .54 

I  I .328.04 


5,258,490.69 

$   30,089,744.35 

23.908.85 

$  30,065,835.51 


t 


EXPENSE  FUND 
1 962-64 


Balance  Forward  6/30/62 
INCOA^E: 


$   25,799.98 


Employers'  Contributions 
/Membership  Fees 

Membership  Fe®  transferred  from  ASF 
Interest  on  Refunds 


$   223,155.94 

17,972.00 

3,158.67 

27,605.59 


271 ,870.00 
297,669.98 


DISBURSEMENTS; 


Sal ar ies 

Employees'  Benefits 

SuppI ies 

CoiTfn'jn  i  cat  ions 

Tr2\2l  &  Board  Meetings 

Contracted  Services 

Special  Fees 

Ma  intenance 

Equ  ipment 

Depreciation  Write-off 


Transfer  to  PAF 
Transfer  to  PRF 


64,245.59 
4,016.47 
6,649.17 
5,017.32 
5,840.89 
4,665.57 
7,797.75 
I ,856.89 
I ,851 .89 

28,997.62 


97,056.48 
65,071 .15 


150^959.16 
$   166,730.82 


160,107.65 
6,625.19 


SYSTEfA  STATISTICS 
June  50,  1 964 


6/30/60 
6/30/61 
6/50/62 
6/30/63 
6/30/64 


BREAKDCv/N  of  /AE/ABERSHIP  (last  5  years) 
Total       Inactive  University  &      Active 


Inact  ive  University  & 

Custod  i  a  I  Un  i  ts 


9,153 
9,389 
9,814 
9,741 
10,379 


,240 
,173 
,276 
,360 
,390 


,052 
,076 
,044 
,053 
,  107 


6 

861 

7 

,140 

7 

494 

7 

328 

7 

882 

These  figures  do  not  represent  the  middle  of  the  school 
year  peak  but,  instead,  very  nearly  the  yearly  low  point 

REFUNDS  FCR  LAST  FIVE  YEARS 


Year 

Number  fAade 

Amount 

1 959-60 

1,166 

$  551,102.20 

1960-6! 

1,439 

667,405. 16 

1961-62 

1,352 

687,404. 17 

1962-63 

1,413 

755,581 .82 

1963-64 

1  ,441 
TEACHERS'  DEPOSITS 

767,804. 16 

Net  Increase  Per  Year 

959-60 

$  1,288,752.45 

960-6 1 

1 ,595,345.21 

961-62 

1  ,397,958.87 

962-63 

1 ,490,1 17.48 

965-64 

i ,901 ,505. 14 

EMPLOYERS 

'  CONTRIBUTION  TO  PENSION  FUND 

I  959-60 
I  960-6 1 
1961-62 
1 962-65 
1 963-64 


,556,565.75 
,508,014.68 
,576,404.26 
,675,505. 15 
,885,541 .51 


.  C.\  -<."  -i 


INCREASE  IN  ASSETS  OVER  PREVIOUS  YEAR 


I 959-GO 
1960-61 
I  96 1 -62 
1 962-63 
1 963-64 


2,244,024.21 
2,435,709.89 
2,526,547.47 
2,582,267.89 
3,121 ,889.33 


BENEFITS  PAID  (Pension  only) 


I  959-60 
1 960-6 1 
I  96 1 -62 
I  962-63 
I  963-64 


,070,340. 12 
,169,545.58 
,319,160.65 
,438,531 .87 
,634,371.59 


BENEFITS  PAID  (Annuity  only) 


1 959-60 
1960-61 
1 96 1 -62 
1962-63 
I  963-64 


142,199.80 
162,214.62 
193,316.25 
228,481 .28 
259,201 .82 


Total  Benefits  Paid,  July,  1937  -  June  30,  1964 


$   18,290,786.36 


INVESTfAENTS 
June  50,  1964 


U.  S.  GOVERNA^ENT  BONDS  AND  DEBENTURES 


u. 

s. 

Treasury 

Ser  ies 

A 

u. 

s. 

Treasury 

Series 

K 

u. 

s. 

Treasury 

Ser  ies 

K 

u. 

s. 

Treasury 

Ser  ies 

K 

u. 

s. 

Treasury 

Bonds 

u. 

s. 

Treasury 

Bonds 

u. 

s. 

Treasury 

Bonds 

u. 

s. 

Treasury 

Bonds 

u. 

s. 

Treasury 

Bonds 

u. 

s. 

Treasury 

Bonds 

u. 

s. 

Treasury 

Bonds 

u. 

s. 

Treasury 

Bills 

Federal  Land  Bank  Bonds 
Federal  Land  Bank  Bonds 

FHA  Mortgage  Debentures 
FHA  Mortgage  Debentures 
FHA  Mortgage  Debentures 
FHA  Alortgage  Debentures 
FHA  Mortgage  Debentures 

Total  U.S.  Gov't  Bonds  &   Debentures 


Interest 

Rate  % 

Premi  um 
$ 

Book  Value 

2.50 

$    50,000.00 

2.76 

100,000.00 

2.76 

200,000.00 

2.76 

200,000.00 

3.0 

1 ,200,000.00 

3.25 

180,000.00 

3.25 

2,867,500.00 

3.5 

300,000.00 

4.0 

1 ,070,000.00 

4.25 

50,000.00 

4.25 

915, 

.00 

125,000.00 

3.5 

447,296.00 

4.5 

i  6 , 1 00 , 

.00 

425,000.00 

4  1/8 

350,000.00 

3.75 

9,650.00 

4.0 

1 ,150.00 

4  1/8 

1 ,050.00 

3.75 

13,850.00 

4.0 

1 1 ,300.00 

$   I  7 , 0 1  5 . 00 


$  7,601 ,796.00 


nterest 


RAILROAD    EQUIPfAENT   TR UST   CERTjFI GATES 


Louisville  &   Nashville  Railway 

Northern  Pacific  Railway 

Southern  Pacific  Co. 

Chitago,  Rock  Island  &   Pacific  Railway 


Total  Railroad  Equipment  Trust  Gertificates 


PUBLIC  UTILITY  BONDS 


AAountain  States  Tel  &   Tel 

Florida  Power  &   Light  Go. 

Southwestern  Bell  Tel  Go. 
k Texas  Power  &  Light  Bonds 
P'.Vash  i  ngton  Water  Power  Go. 

Southern  California  Edison 


Rate  % 

Premium 

Book  Value 

4  1/8 

$ 

98,050,00 

4  1/8 

98,190.00 

4.5 

194,100.00 

4.5 

100,000.00 

icates 

$ 

490,340.00 

1  nterest 

Premium 

Book  Val ue 

Rate  % 

4. 

4. 

4 

4. 

4 

4, 


375 

5 

5/8 

318 

5/8 

37 


I  ,417.00 
4,529.25 


99,040.40 
100,000.00 
150,000.00 

25,000.00 
400,000.00 
198,400.00 


(cont'd) 


Publ ic   Utility    Bonds      con t ' d 


Un  ion   El ectr  ic  Co, 

Western   Pennsylvania   Power  Co. 

I^lorthern   States   Power  Co. 

Lone  Star   Gas  Co. 

Oklahoma  Gas  &  Electric  Co. 

Central  Illinois  Light  Co. 

Atlantic  City  Electric  Co. 

Pacif  ic  Tel  &  Tel  Co. 

V.'isconsin  Public  Service  Corporation 

Montana  Power  Co. 

Public  Service  Electric  of  Colorado 

Hartford  Electric  Light  Co. 

Texas  Electric  Service  Co.  Bonds 

.'Aadison  Gas  u   Electric  Co. 

Mevy  York  Telephone  Company 

Northern  Indiana  Public  Service  Co. 

American  Tel  &  Te I  Co 

Philadelphia  Electric  Co. 

Southern  Union  Gas  Co. 

Paget  Sound  Power  a   Light 

northern  Natural  Gas 

Un  ion  El ectr ic  Co. 

New  England  Power  Co. 

Carol  ina  Power  &  Light 

Rochester  Gas  &  Electric 

Consolidated  Edison  Co. 

Wisconsin  Public  Service  Co 

Florida  Power  &  Light 

Mountain  Fuel  Supply 

Pacific  rJorthwest  Sell  Tel 

I ndiana  Bel  I  Tel  Co. 

Potomac  Electric  Power  Co 

Pacific  Gas  a   Electric  Co. 

I  I  I  inois  Bel  I  Tel  Co. 

New  York  Tel  Co. 

Northern  Illinois  Gas  Co 

Potomac  Electric  Power  Co. 

Total  Publ ic  Uti I  i  ty  Bonds 


i  nterest 


Rate  Z 

Premium 

Book  Val ue 

4  3/8 

$ 

$   100,000.00 

4.5 

1 ,700.00 

100,000.00 

4.375 

250,000,00 

4.375 

100,000,00 

4.25 

25,000.00 

4.25 

25,000.00 

4  3/S 

25,000.00 

4  5/8 

6,680.00 

400,000.00 

4.375 

200,000.00 

4.5 

865.00 

50,000.00 

4.5 

715.00 

50,000.00 

4,25 

49,638.17 

4  3/8 

177.50 

25,000.00 

4  5/8 

49,000.00 

4  5/6 

1 ,861 .50 

100,000.00 

4.5 

700.00 

50,000,00 

4  3/8 

1 ,470.00 

300,000.00 

4.5 

984.00 

150,000.00 

4  5/8 

50,000.00 

4  5/8 

50,000.00 

4.5 

3,015.00 

450,000! 00 

4.5 

1 ,730.00 

200,000.00 

4.5 

1 ,780.00 

200,000.00 

4.5 

1 ,790.00 

100,000.00 

4.5 

1,790.00 

100,000.00 

4  5/8 

4,700.00 

200,000.00 

4.5 

100,000.00 

4  3/8 

99,000:00 

4.6 

50,000.00 

4.5 

2,520.00 

250, 000; 00 

4.375 

3,000.00 

300,000^00 

4,675 

1 ,450.00 

50,000.00 

4.5 

3,376.00 

300,000,00 

4  3/8 

630 . 00 

300,000.00 

4  5/0 

2,800.00 

200,000.00 

4  3/3 

100,000,00 

4.5 

100,000.00 

S  49,730.25 

$6,220,078.57 

REAL  ESTATE  fAORTGAGES,  FHA  &  VA 
Servicing  Agencies: 


Union  Bank  &   Trust  Company,  Helena 

Great  Falls  National  Bank,  Great  Falls 

/Aontana  Bank,  Great  Falls 

Exchange  Bank,  Gl endive 

Del  Realty  (Streeter  Brothers)  Billings 

First  National  Bank  &  Trust  Co.,  Helena 

Daly  Bank  &   Trust  Co,,  Anaconda 

Fi^-st  iJational  Bank  of  Kalispell 

Bennett  Agency,  Bozeman 

First  National  Park  Bank,  Livingston 

Security  Bank  &   Trust  Co.,  Billings 

Emp  i  ro-  Savings  &   Loan,  Bozeman 

Northwest  Bank,  Levvistown 

Big  Horn  State  Bank,  Hardin 

Firs+  National  Bank,  Glasgow 

First  National  Bank,  Bozeman 

Bank  of  Caker,  Baker 

Guaranty  Company,  Billings 

FHA  Guaranteed  Bonds 

Total  Real  Estate  Alortgages 


3,280 

I  ,740 

2,179 

906 

I  ,752 

100 

402 

19 

30 

75 

I  ,054 

79 

275 

155 

621 

672 

132 

489 

142 


,428.42 
,856.75 
, 169.50 
, I  76 . 27 
,670.64 
,816.81 
,589.34 
,370.94 
,232.64 
,879,06 
,252.24 
,527.88 
,398. 10 
, 153.28 
,693.69 
,782.71 
,583,38 
,245.31 
,000.00 


$  14, II  I ,826.96 


DETAILED  INTEREST  EARNINGS 
I  963-64 


GROSS 


ITEREST   EARNED: 


FKA   &  VA  A\ort gages 

Bone's 

Reaistered  Warrants 


$   621,367,23 
594,970.22 

28.90 

$  I  ,  2 1  6 , 366 . 35 


i-ess  Interest  Purchased,  Bonds 
Less  Premium  Write-down 


$  45,822.39 
20 ,  35 1 . 74 


$  1,150,192.22 


Plus  V/rite-uo  of  Discount 

Plus  Profit  on  Sales  of  Municipals 

Net  Intei-est  Earned  &   Distributed  to  a/c's 


$   2,447.28 
41 .622.84 


S  1,194,262,34 


Percentage  of  Net  Interest  Earnings  on  Investments  -  4,l5z; 
With  Profit  on  Sales  4.30 


Investment  Policies  and  Practices  of  The  Teachers'  Retirement  System 

Since  1937,  when  the  present  Teachers'  Retirement  System  came  into  existence, 
the  Retirement  Board  has  had  the  direct  responsibility  for  the  investment  of  its 
funds.   During  the  pre-war  years.  Investment  was  mostly  limited  to  Montana  Municipals. 
With  the  start  of  V\/orld  War  II  the  System  invested  its  funds  primarily  in  government 
bonds  because  of  the  absence  of  municipal  bonds.   In  the  immediate  post-war  years, 
to  1949,  most  of  the  funds  were  again  in  government  bonds  with  some  higher  yielding 
municipals.   In  1949  the  System  bought  its  first  guaranteed  FHA  and  VA  mortgage 
paper.   From  tliat  date  to  1963,  investment  of  the  funds  was  primarily  in  this  type 
of  paper  and,  because  of  the  large  school  building  programs,  in  A^ontana  Municipal 
Bonds.   There,  of  course,  was  some  investment  in  government  bonds  and  Federal  Land 
Bank  Bonds  but  not  in  too  great  quantity.   In  1963  the  System  was  permitted  to  in- 
vest in  Public  Utility  Bonds  and  Railroad  Equipment  Trust  Certificates.   In  the  past 
year  most  of  our  funds  have  been  invested  in  Public  Utility  Bonds  and  guaranteed 
mortgage  paper.   Since  1963  we  have  been  selling  our  Montana  Municipals.   These  bonds 
are  tax  exempt  and  are  of  greater  value  to  a  taxable  institution  than  they  are  to  this 
type  of  System.  Vie   were  able  to  increase  our  net  earnings  on  our  municipals  from 
approximately  3.75  to  approximately  4.45  on  Public  Utility  Bonds  and  also  had  an  in- 
crease in  par  value  in  excess  of  $41,000  by  profit  on  the  sale  of  the  bonds. 

In  the  twenty-seven  years  the  Board  has  been  investing,  safety  of  principal  has 
been  the  prime  requisite  in  any  Investment.   Up  to  1949  every  Investment  was  a  direct 
obligation  of  the  tax  power  of  a  branch  of  the  Federal  or  State  Government.   During 
this  period,  the  Interest  earnings  of  the  System  ran  from  2  per  cent  to  22  per  cent. 
From  1949,  with  the  investment  in  insured  mortgage  paper,  our  yield  rose  to  4  per 
cent  in  1962.   Since  1 963  we  have  been  investing  in  public  utility  bonds  of  companies 
rated  A  or  better  by  the  national  rating  services.   The  smallest  company  whose  bonds 
we  hold  has  assets  exceeding  the  taxable  value  of  Yellowstone  County  by  3  5  times 
and  the  largest  company  has  assets  exceeding  the  total  taxable  value  of  all  of  the 
counties  in  Montana  by  24  times.   The  System  holds  47  per  cent  in  guaranteed  mortgages, 
27  per  cent  in  government  bonds  and  26  per  cent  In  high-grade  public  utilities.   Thus, 
74  per  cent  of  the  total  invested  Is  either  directly  or  Indirectly  guaranteed  by  the 
U.S.  Government. 

In  1949  when  the  System  began  to  invest  in  guaranteed  mortgage  paper,  we  were 
one  of  the  pioneers  for  pension  funds  in  this  field  of  investment.   Since  then,  we 
have  furnished  much  information  and  advice  to  other  retirement  funds — especially  In 
the  area  of  single-unit  residential  property  loans. 

The  System  does  not  make  direct  home  loans  to  individuals  but  purchases  loans 
from  a  servicing  agent.   The  servicing  agent  must  have  had  the  loan  for  a  minimum  of 
90  days.   For  collecting  all  the  payments,  including  escrow,  and  handling  the  Insurance, 
the  System  pays  the  agent  one-half  of  one  per  cent  interest.   Thus,  an  FHA  loan  of 
Szf  per  cent  nets  the  System  4  3/4  per  cent.   It  is  the  policy  of  the  System  to  accept 
servicing  agreements  with  any  bank  In  the  state  that  wishes  to  sell  mortgage  paper 
but  we  limit  the  offerings,  especially  the  first  offering,  to  a  minimum  of  $100,000. 
Each  loan  is  examined  individually  and  purchased  or  rejected  on  its  Individual  merit. 
At  the  present  time  we  have  nineteen  servicing  agencies  throughout  Montana.  We  have 
not  purchased  any  mortgage  paper  outside  of  the  state. 

Interest  earnings  are  a  prime  concern  to  the  System.   The  increase  from  2?  per 
cent  to  4  per  cent  on  the  teacher's  own  annuity  account  can  increase  the  annuity 
portion  of  the  benefit  by  as  much  as  30  per  cent  over  a  thirty-five  year  period.   This 


same  percentage  would  hold  true  on  the  liability  of  the  employers'  contributions. 
The  more  interest  the  fund  can  earn,  the  less  contribution  the  employer  has  to  make 
for  past  liabilities.  With  this  in  mind,  the  Board  is  very  much  concerned  about  future 
interest  earnings.   I t  wi I  I  be  their  endeavor  to  continue  investing  with  the  greatest 
security  of  principal  with  the  highest  yield  they  can  expect  from  these  high-grade 
investments.   It  must  be  pointed  out  that  interest  earnings  alone  cannot  support  a 
ret  i  rement  system,  espec  iaily  a  system  that  started  with  such  a  large  liability  as 
our  System  did  and  there  is  still  a  possibility  that  the  rate  of  employer's  contri- 
bution will  have  to  be  raised  to  maintain  the  soundness  of  the  benefits. 

As  a  matter  of  diversification,  the  Board  feels  that  in  the  near  future  they 
should  request  the  legislature  to  permit  the  investment  in  high-grade  industrial  bonds 
and  Canadian  Government  securities.   They  feel,  however,  that  the  investment  in  high- 
grade  equities  should  be  postponed  until  the  assets  of  the  System  are  greater. 

During  the  past  year  the  System  has  bought  very  few  government  bonds  and  these 
have  been  short-term  securities  designed  to  mature  in  each  of  the  summer  months  to 
meet  the  retirement  payroll  when  our  new  money  flow  is  at  its  lowest.   These  are 
bought  by  calling  several  major,  dealers  in  U.S.  Government  Bonds  and  asking  for 
prices  and  then  buying  from  the  company  offering  the  lowest  price.   During  the  past 
year  we  bought  short-term  bonds  from  BIyth  &  Company,  Salomon  Brothers  &   Hutzler  and 
Second  District  Securities. 

The  purchase  of  newly  issued  securities  or  securities  still  in  syndicate  can  be 
made  from  any  dealer  at  the  same  price.   It  is  the  general  policy  to  purchase  these 
issues  from  dealers  who  are  in  the  winning  syndicate  and  who  are  taking  the  risk  of 
underwriting  the  issue.   We  do  at  times  buy  from  dealers  who  are  only  in  the  selling 
group  or   who  are  not  in  either  group  if  they  maintain  an  office  within  the  state. 

In  forming  a  syndicate  to  buy  a  new  issue  from  a  large  company,  many  dealers 
are  usually  involved.  When  the  securities  are  marketed,  many  companies  will  call 
to  sel I  the  System  bonds.   It  is  our  pol  icy  to  spread  the  business  to  as  many 
dealers  as  possible  but  not  to  buy  in  amounts  of  less  than  $50,000  from  any  one 
dealer  as  there  is  a  cost  for  registering  securities  in  lesser  amounts.   The  System 
does  not  overlook  the  many  services  and  the  vast  amount  of  information  furnished  by 
some  of  the  dealers  and,  with  this  in  mind,  the  System  transacts  more  business  with 
this  type  of  f  i  rm. 

VJhen   buying  in  the  secondary  market,  the  System  tries  to  buy  from  dealers  who 
actually  own  the  bonds.   This  is  to  prevent  paying  additionsi  commissions  to  another 
dealer  for  buying  the  bonds  from  the  firm  that  actually  owns  the  bonds.   Many  large 
firms  inventory  a  large  amount  of  bonds  even  in  a  decl  ining  market  and  publ  ish 
weekly  offerings.   Most  bonds,  however,  are  offered  on  a  daily  basis  by  dealers  who 
buy  and  sell  on  the  same  day.   Thus,  the  actual  comparison  of  prices  is  not  possible 
-n  identical  issues  but  are  comparable  with  weekly  offerings  of  similar  issues  and 
aturities.   During  the  past  year  the  System  has  purchased  bonds  from  the  following 


o 
m 
companies 


J ,  Earth  &   Company 
BIyth  &   Company 
-""J.  f.\.    Da  in  &  Company 
''-"D.  A.  Davidson  &  Company 
Eastman  Dillon  Company 
Halsey  Stuart  &  Company 
Hornb lower  &   Weeks 
Kalman  &   Company 


Kidder,  Peabody  &  Company 
A'\errill  Lynch,  Pierce,  Fenner  &   Smith  Co. 
||  -"-Piper,  J  affray  &   Hopwood 

R.  W.  Pressprich  &  Company 
Salomon  Brothers  &  Hutzler 
Second  District  Securities 
Shearson,  Hammi I  I  &  Company 
Vi/i  I  I  i  am  R.  Staats  &   Company 
McCormick  &  Company 
""Companies  with  offices  in  Montana 

It  was  the  Board's  policy  in  selling  municipal  bonds  to  offer  in  lots  of  approx- 
imately $1  million  or  less.   Offerings  ivere  sent  to  approximately  fifty  dealers.   The 
bonds  were  sold  to  the  highest  bidder  on  each  individual  issue.   Bonds  were  sold  to 
firms  in  New  York,  Chicago,  Albuquerque,  Denver,  Portland  and  Seattle  but  the  majority 
wnet  to  firms  in  Minneapolis  as  they  had  the  largest  re-sale  market.   Our  first  offer- 
ings were,  in  the  majority,  purchased  by  houses  from  which  we  had  originally  bought 
the  bonds.   This  was  not  true  on  the  later  sales  as  the  market  for  Montana  Municipals 
was  stimulated  by  the  earlier  sales.   Because  of  this  increased  awareness  of  Montana 
bonds,  we  feel  that  school  districts  and  municipalities  going  into  the  market  to  sell 
bonds  will  reap  the  benefit  of  being  able  to  borrow  money  at  a  cheaper  rate.   During 
I  963-64  we  real  i  zed  a  dot  I ar  prof  i  t  of  41 ,000  selling  these  secur  i  t  ies. 

The  following  is  our  list  of  corporate  bonds,  by  ratings  and  maturity,  held 
on  6/30/64: 

Corporate  Bonds 

A  AA               AAA 

I  1974        $  $   200,000.00     S                  $   200,000.00 

1975  100,000.00  100,000.00          200,000.00 

1976  100,000.00  100,000.00 

1984  500,000.00  500,000.00 

1986  100,000.00  100,000.00 

1988  449,000.00  449,000.00 

1989  250,000.00         50,000,00  300,000.00 

1991  250,000.00  250,000.00 

1992  200,000.00  200,000.00 

1993  25,000.00     1,300,000.00         50,000.00        1,375,000.00 

1994  150,000.00        100,000.00        400,000.00  650,000.00 

1995  150,000.00  150,000,00 

1996  300,000,00  300,000.00 

1997  100,000.00  100,000.00 

1999  700^,000.00  700,000.00 

2000  250,000.00  250,000.00 

2003  600,000.00  600,000.00 

2004  200,000,00    200,000.00 

$2,175,000.00    $3,349,000.00     $1,100,000,00       $6,624,000.00 

I        These  bonds  have  the  approximate  diversification  throughout  the  United  States 
of  25%  in  the  East,  35%  in  the  Midwest,  15%  in  the  South  and  25%  in  the  West, 


